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Money Market in March 


The volume of surplus funds in member banks has 
increased further during the past month, especially in 
the New York City banks, and conditions in the New 
York money market have remained very easy. As the 
accompanying diagram shows, excess reserves of all 
member banks have risen to the highest point since April, 
1937, and are now above $1,500,000,000 as compared 
with a low point of about $700,000,000 last summer. 
Thus, in effect, the reduction in excess reserves which 
resulted from the last increase, on May 1, 1937, in the 
percentages of reserves which member banks are re- 
quired to maintain against their deposits, has now been 
canceled. In the New York City banks, excess reserves 
rose as high as $800,000,000 in the latter part of March 
and averaged around $750,000,000, which is the largest 
amount since February, 1937, before the last two in- 
creases in reserve requirements. 

The increase in excess reserves since last summer may 
be attributed mainly to the desterilization of $300,000,000 
of gold last September, a reduction in the volume of cur- 
rency outstanding accompanying the decline in business 
activity, some reduction in reserve requirements, and the 
effect of gold purchases since the beginning of this year. 
The disproportionately large increase in the excess re- 
serves of New York City banks is attributable to the fact 
that the proceeds of gold transactions have been received 
mainly by those banks, and to a renewed accumulation of 
New York balances by banks in other localities. 

Since the middle of March the New York City banks 
have gained reserves through a substantial excess of 
Government disbursements over tax collections here, due 
chiefly to the redemption on March 16 to 19, inclusive, 
of $400,000,000 of Treasury bills issued last fall to 
mature during the March tax period, most of which were 
held in New York City by banks and other investors. 
Payments for these bills, together with interest payments 
on the National debt and other Government disburse- 
ments, greatly exceeded income tax collections in 
New York. 

In other districts tax collections substantially exceeded 
Government disbursements and caused a corresponding 
reduction in bank reserves. In previous tax periods a 
redistribution of excess reserves under such circum- 
stances has frequently occurred within a comparatively 
short time through withdrawals of funds from New York 
by banks in other parts of the country. This time, how- 
ever, net transfers from New York to other parts of the 
country were comparatively small. 


In view of the large volume of excess reserves, some 
New York City banks chose voluntarily to repay Govern- 
ment deposits which they held, as they cannot, under 
present conditions, find enough liquid loans and invest- 
ments to employ all their funds. These repayments of 
Government deposits, which amounted to $90,000,000, 
tended to limit the rise in excess reserves in New York, 
and to increase correspondingly the amount of Govern- 
ment deposits in the Reserve Banks. 

Reflecting a large volume of idle funds available for 
employment, money rates in the New York market re- 
mained very low, although the downward tendency in 
yields on medium and long term Government and other 
high-grade securities was checked by the unsettled con- 
ditions in the security markets. 


Memper Bank CreEpItT 


Total loans and investments of the weekly reporting 
member banks in New York City showed a net reduction 
of over $240,000,000 in the four weeks ended March 23. 
In that period holdings of direct obligations of the 
Government were reduced about $275,000,000, largely 
through the redemption of Treasury bills during the tax 
period previously referred to, but partly through previ- 
ous sales of other securities, including Treasury notes 
that matured on March 15, following a rise in market 
quotations for the notes to a substantial premium in 
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Money Rates in New York 


Mar. 31, 1937/Feb. 28, 1938| Mar. 31, 1938 
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expectation of an attractive exchange offering of new 
securities. Other investments of the New York City 
banks increased nearly $90,000,000, however, reflecting 
acquisitions of State and municipal securities together 
with small purchases of Government guaranteed securi- 
ties. Commercial loans declined about $40,000,000 fur- 
ther to the lowest level since early last June, and other 
loans showed small reductions. In 100 other principal 
cities total loans and investments of reporting member 
banks showed comparatively little change. Commercial 
and industrial loans continued to decline gradually, but 
there were small increases in security holdings. 
Demand deposits increased $65,000,000 between Febru- 
ary 23 and March 23 in the reporting New York City 
banks, but declined $340,000,000 in reporting member 
banks in other principal cities, apparently reflecting the 
effect of income tax collections after March 15, together 
with some previous transfers of funds to New York. The 
increase in deposits in New York City banks appears to 
have been due partly to transfers of funds from other 
localities but most largely to payments received by in- 
vestors other than the banks for maturing Treasury bills. 


GovERNMENT SECURITIES 


Following advances in the preceding four months, 
prices of Government securities were subject to inter- 
mittent declines in March coincident with unsettlement 
in other security markets. On the opening day of March, 
there was a further rise in Treasury bond prices which 
carried the average quotation to the highest point of the 
month, and this level held throughout the following week. 
On March 11 and 12, when the Austrian crisis developed, 
Treasury bonds dropped about % of a point, but on the 
succeeding two business days, March 14 and 15, recovered 
a part of this decline. A fluctuating market then pre- 
vailed until the 22nd, when Treasury bond prices declined 
along with other security prices, and as the month closed 
the average price of Treasury bonds of more than 8 year 
term to call date or maturity showed a net decline of 
over 34 of a point from the end of February level. 

Treasury notes were better maintained in price than 
Treasury bonds during March, apparently due to invest- 
ment demand for notes in replacement of the $455,000,000 


of Treasury notes which matured March 15 and the 
$400,000,000 of Treasury tax period bills which matured 
between March 16 and 19. There was a greater advance 
in note prices than in Treasury bonds during the first 
week of the month, and the subsequent declines were less. 
As a consequence, the average yield on Treasury notes of 
3 to 5 year maturity closed the month 0.03 per cent lower 
than at the end of February, as compared with a net rise 
of 0.07 per cent in the average yield on Treasury bonds. 
The quarterly financing operations of the Treasury 
in March included no new issues of securities for cash 
subscription, but only the issuance of 101% year 2% per 
cent Treasury bonds in exchange for the 3 per cent 
Treasury notes which matured March 15. Of the 
$455,000,000 of notes due March 15, $451,000,000 were 
exchanged for the new 101% year bonds, but sizable shifts 
in ownership occurred in connection with the exchange. 
Treasury bill financing during March included five 
$50,000,000 weekly issues of bills to mature at the June 
income tax period—$100,000,000 on June 16, $100,000,000 
on June 17, and $50,000,000 on June 18—the maturity of 
which will offset the effect on the money market of June 
income tax collections; these bills for which the book 
credit method of payment was permitted were sold at 
average rates ranging from 0.058 to 0.081 per cent. The 
Treasury also sold in successive weeks three $50,000,000 
issues of 91 day bills and two $100,000,000 issues of 91 
day bills, all of which replaced similar maturities; these 
bills, which could not be paid for by book credit, were 
sold at average rates of from 0.067 to 0.087 per cent. 


Bits AND CoMMERCIAL PAPER 

The discount market for bankers bills continued ex- 
tremely quiet during March, and rates remained un- 
changed. The amount of bills outstanding showed a 
further decrease of approximately $19,000,000 during 
February, attributable in largest part to a $10,000,000 
drop in import bills, which have steadily declined from 
$167,000,000 outstanding i in May, 1937, to $96,000,000 in 
February, 1938. Outstandings of export bills also de- 
clined $4,000,000 further in February, and bills arising 
out of domestic warehouse credits dropped an additional 
$5,000,000. As compared with a year ago total bills out- 
standing showed a decrease of $94,000,000, the largest 
portion accounted for by a fall of $62, 000 ,000 i in import 


bills. (Millions of dollars) 


Feb. 28, 1937|Jan. 31, 1938| Feb. 28, 1938 
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Domestic shipment 
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Reflecting the continued active bank investment de- 
mand, sales of open market commercial paper at 34 per 
cent became more frequent during recent weeks, with the 
result that the rate for average grade prime 4 to 6 month 
paper reached a prevailing range of 34-1 per cent, as 
against the 1 per cent prevailing rate previously reported. 
The bulk of the investment demand for paper appears 
to have originated with banks located in the Midwestern 
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and Northeastern parts of the country. New drawings 
of paper remained small in relation to the demand, and 
dealers’ current acquisitions were rapidly sold to banking 
investors. The February, 1938 total of paper outstand- 
ing, reported by commercial paper houses, amounted to 
$292,600,000, or approximately 2 per cent below the 
January total, and there was a further narrowing of the 
increase over a year ago, which for February, 1938 
amounted to only 9 per cent. 


Security Markets 


Reflecting the absence of recovery in general business, 
and concern over the situation of the railroads as well as 
developments in Europe, prices of corporation securities 
moved to lower levels in March. As the accompanying 
diagram indicates, the declines carried the average prices 
of stocks and of the lower grade bonds to new lows for 
several years past. 

In the stock market, there were net declines in prices 
on two-thirds of the days in the month, the largest de- 
clines occurring on March 16, 18, 22, 25, and 29. The 
general average of share prices broke through the 
November, 1937 low on the 22nd, and subsequently 
declined to a new low since April, 1935; for the month of 
March as a whole average prices showed a total decline 
of 25 per cent. Thus, over 95 per cent of the two year 
advance in stock prices between March, 1935 and March, 
1937 has been canceled. From a level which was already 
relatively low, railroad stocks declined by more than 
one-third in March, most of the drop occurring after 
the Interstate Commerce Commission decision on freight 
rates was handed down — apparently reflecting disap- 
pointment on the part of holders of railroad securities 
over the prospect for railroad earnings. Consequently, 
railroad stocks toward the end of March were selling at 
the lowest average price since August, 1932. Public 
utility stocks dropped in March to within 14 per cent of 
the March, 1935 lows, which were the lowest prices 
reached by this class of stock in many years, and indus- 
trial stocks came within 17 per cent of the 1935 lows, 
although they remained well above the 1932 lows. The 
volume of share trading on the New York Stock 
Exchange continued small except on the days of great- 
est weakness in stock prices when trading increased 
considerably. 

Declines in bond prices during March were greatest 
in the railroad issues and were especially severe in bonds 
below the highest grades. During the course of the past 
month the average price of Baa railroad bonds dropped 
14 points further to a level less than one-half that 
prevailing at the January, 1937 high, reaching new lows 
since 1932, and lower grade bonds showed even larger 
proportionate losses. Industrial and public utility bonds 
of Baa grade declined about 7 and 6 points further, 
respectively, during March to levels some 17 to 22 
points below those of January, 1937. The combined 
result of these declines in all classes of the less high 
grade bonds is shown in the diagram by the line for 
Baa bonds, which now average some 34 points, or 
approximately one-third below January, 1937 quotations. 

The average price of high grade corporation bonds has 
also been somewhat affected by declines in railroad bonds. 
Chiefly as a result of a drop in Aaa railroad bonds of 
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55@ points during March and of 13 points since January, 
1937, the Aaa combined average shows a net decline of 
almost 314 points for the month and about 614 points 
from the January, 1937 high. The best grade public 
utility bonds registered a decline of only % point in 
March and industrial bonds a decrease of about 214 
points, and these two groups are within 114 points and 
3% points, respectively, of their January, 1937 highs. 
Owing to this comparative steadiness of the high grade 
utility and industrial bonds, following the substantial 
recovery from the spring of last year to the early weeks 
of this year, the average price of all Aaa bonds remains 
214 points higher than last April. 

Prices of Austrian, Polish, and Czechoslovakian dol- 
lar bonds traded in the New York market underwent 
large declines during March. 


New Financing 


Corporate security flotations during March, according 
to preliminary data, declined to about $50,000,000, or 
only slightly above the low level of last November and 
December. Over half of the total consisted of the offer- 
ing on March 30 of $28,000,000 Duluth, Missabe, and 
Iron Range Railway Company first mortgage 314’s of 
1962, priced at 98. The proceeds realized from the public 
sale of these bonds will provide the former holder, United 
States Steel Corporation, with funds which may be used 
for general corporate purposes, including the financing 
of its program of plant expansion. 

The only other sizable flotations were the private sale 
by Southern New England Telephone Company of 
$8,000,000 debenture 314’s of 1968 and the public offer- 
ing of $5,500,000 Champion Paper and Fibre Company 
debenture 434’s of 1950, priced at 9914. Virtually all of 
these issues represented the raising of new capital. 

Municipal bond awards, including $43,000,000 New 
York City 3’s of 1939-68 and $18,000,000 New York City 
Parkway Authority bonds, totaled about $100,000,000, or 
somewhat more than in the past few months. 

During the month the Federal Home Loan Banks sold 
$23,500,000 of five year two per cent debentures, for 
refunding, the Federal Intermediate Credit Banks sold 
$29,500,000 of short term debentures, predominantly for 
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refunding, and State and local governments issued more 
than $175,000,000 of temporary loans. 


- The Foreign Exchanges 


The German annexation of Austria and the Polish 
ultimatum to Lithuania produced a revival of European 
war fears which unsettled foreign exchange markets 
during March, and caused a cessation of the capital 
outflow from the United States. Major foreign curren- 
cies depreciated sharply in terms of the dollar as the 
foreign demand for dollars increased, and the flow of 
gold to this country from Europe was resumed for the 
first time since October, 1937. In addition, a political 
crisis in France led to further depreciation of the franc 
against the pound sterling as well as against the dollar, 
while conditions in the respective countries brought 
about the suspension of free trading in the Chinese yuan 
and the Mexican peso. 

Among the first repercussions of Germany’s entry into 
Austria on March 11 was the suspension of trading in 
the Austrian schilling. Nominal quotations at levels 
near the last firm rate of $0.1895 on March 11 were posted 
in this market for several days thereafter, until a decree 
of the German Government on March 17 made the 
reichsmark legal tender in the Austrian district on the 
basis of 1.5 schillings per reichsmark. 

Prior to March 12, the pound sterling had eased from 
$5.01'*/,, on March 1 to $5.00% on the morning of 
March 11. Over the same period, the sterling price of 
gold had fallen in London from 139s 914d to 139s 614d 
with the result that the dollar equivalent of the London 
gold price fell from $35.0834 to $34.96'5/,,. The 
German move into Austria was reported after European 
markets had closed on March 11, but beginning on Satur- 
day, March 12, heavy offerings of sterling brought the 
pound down approximately a cent a day for four days. 
Some respite was afforded the market on Thursday, March 
17, and sterling quotations eased only slightly further, but 
the revival of war fears occasioned by the Polish ulti- 
matum gave the market on March 18 the heaviest turn- 
over during the entire week, and sterling fell as low as 
$4.9434. The Lithuanian acceptance of the Polish terms 
induced some short covering in the market on Saturday, 
and sterling recovered to $4.96°/,, from which it deviated 
only fractionally until the end of the month. The dollar 
equivalent of the London gold price reached the shipping 
point of $34.77 at the London fixing on Tuesday, March 
15, and remained close to that level for the remainder of 
the month. The Swiss franc and the guilder fluctuations 
against ry the dollar were roughly parallel to those of the 


un 

The French franc weakened before the German-Austrian 
development as a result of political disturbances, going 
from 15334 frances per pound on March 1 to 159% franes 
on March 10. After a temporary rise induced by short 
covering, the franc broke precipitously on March 14 and 
15 to reach a new 11 year low at 16654 francs per pound, 
equivalent to $0.0298'*/,, per franc in New York. Some 
subsequent recovery carried the rate to 16034 francs per 
pound, or $0.031244, but at the month end the franc 
weakened again to about 162% francs in London and 
$0.03054%4 in New York. The belga was subject to heavy 
pressure during March, as a result of the depreciation of 


the French franc, the war scare in Europe, and internal 
political difficulties. Between March 3 and March 24, 
the National Bank of Belgium lost approximately 
$65,000,000 of gold in defending the belga. 

Free trading in the Chinese yuan was suspended on 
March 11 after which the official banks restricted sales 
of foreign exchange to weekly allotments on written 
application. The yuan eased gradually for a time from 
the previously held rate of $0.2934 to $0.283, on March 
24, and thereafter broke sharply to $0.2314 before re- 
covering to $0.26 at the month end. 

In Mexico, trading in the peso was suspended on 
March 19, following a practically continuous decline in 
the reserves and foreign assets of the Bank of Mexico 
since last summer, which reflected an unbalanced trade 
position resulting from increased imports and the fall in 
prices of a number of important Mexican export products, 
and perhaps also some flight of foreign capital from 
Mexico. The peso declined from the rate of $0.2778, 
which had been held since early in 1933, to a more or less 
nominal quotation of $0.24, and dropped further, after 
the announcement by the United States Treasury on 
March 28 of the suspension of purchases of silver from 
the Mexican Government, to $0.21 bid at the month end. 

The Argentine free peso declined further during the 
month to $0.2478 from $0.2640 a month ago, and $0.3015 
at the first of September. Canadian exchange in March 
reached its lowest levels in terms of the dollar since 
April, 1936, selling at a discount of as much as 21/32 
per cent on March 18, and of 34 per cent at the month end. 


Gold Movements 


Since the middle of March the dollar equivalent of the 
London market price of gold, with allowance for ship- 
ping charge, has been steadily in the neighborhood of 
the United States buying price and gold shipments to 
this country from London have been resumed for the 
first time since last October. 

Preliminary figures of gold imports affecting the gold 
stock during March show receipts at New York of 
$11,400,000 from England, $4,200,000 from India, and 
$4,200,000 from Belgium, and on the West Coast $4,500,- 
000 from Japan and $200,000 from Australia. In addi- 
tion, there was a gain to the gold stock through the 
release of $5,800,000 from foreign earmarked holdings 
and through receipts of newly mined and scrap gold. 
The above transactions were offset in part by sales of 
gold to foreign accounts, these sales causing a decline 
of $17,500,000 in the inactive gold account which is 
included in the gold stock. The net gain to the gold 
stock in March was approximately $18,000,000. 

For the first quarter of 1938 the net increase in the 
gold stock was approximately $34,000,000, after taking 
account of losses through international transactions of 
$45,000,000 which are reflected in a decline of that 
amount in the inactive gold account. Since total deposits 
by the Treasury in the gold certificate accounts of the 
Reserve Banks during the first quarter against acquisi- 
tions of gold by the mints and assay offices, together 
with deposits against other gold held by the Treasury, 
about equaled the figure of $100,000,000 set by the 
Secretary of the Treasury in his statement of February 
14 on gold procedure, none of this gold was sterilized. 
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peR CENT Business Conditions in the United States 
(Summarized by the Board of Governors of the Federal Reserve System) 


Volume of manufacturing production showed little from January 
to February, while output of minerals declined further. A for residential 
building increased somewhat in February and rose considerably in the first 
half of March. : 

PRODUCTION 


The Board’s seasonally adjusted index of industrial production, which 
i includes both manufacturing and mining, was 79 per cent of the 1923-1925 
L\ . average in February as compared with 80 per cent in January. The decline 
V in the total index was accounted for chiefly by a reduction in output of minerals, 
particularly of crude petroleum. Steel ingot production showed about the 
60) usual seasonal increase and averaged 32 per cent of capacity in February. Auto- 
“034 1935 1936 wr ae mobile production decreased slightly further, and — of plate glass con- 
Index Number of Production of Manufactures tinued to decline. Lumber production rose seasonally. In the three 
and Minerals Combined, Adjusted for Seasonal weeks of March activity at steel mills and automobile factories was at about 
Variation (1923-25 average = 100 per cent) the same average rate as in February. In the nondurable goods industries 
: there were moderate increases in output in Feb: at textile mills and shoe 
R= factories, where production has recently been at levels, while at meat 
ing establishments activity declined. 
100 : Value of construction contracts awarded, as reported by the F. W. Dodge 
Corporation, showed a sharp decline from January to February, reflecting 
90 chiefly a marked reduction in awards for publicly financed projects. Contracts 
, for residential building increased moderately. In the first of March there 
was a considerable further increase reported for residential building and 
Tas \ awards for other construction also increased. 
SY EMPLOYMENT 
Pr ¥ Factory employment and payrolls increased by somewhat less than the 
usual seasonal amount between the middle of Jan and the middle of 
50 February. The Board’s seasonally adjusted index of factory employment 
was at 83 per cent of the 1923-1925 average in February as compared with 84 
Index of Freigh Loadings, Daily Average ary, though not so large as in preceding mon ployment in nondurable — 
Eby Fy for Seasonal Veriatlon — industries increased somewhat following a od of rapid decline. 
(1923-25 average = 100 per cent) nae * Ses at mines, on the railroads, and in the construction and 
pu utility ind decreased somewhat from the January level. 


DISTRIBUTION 


Value of d it store sales, as measured by the Board’s 
adjusted index, een 90 per cent of the 1923-1925 average Ag ne 
to 88 per cent in February, and in the first three weeks of March there was a 
further decrease. Sales at variety stores and mail order houses in February 
showed somewhat less than the usual seasonal increase. 
we Freight car loadings decreased further in February, reflecting 
ee reduced shipments of coal and grain, and showed a seasonal increase in the 
Sf first two weeks of March. The current level of car loadings is about 25 per 


CENT 


Bureau of Labor Statistics index, showed li 


Excess reserves of member banks increased during the first three weeks 
of March to over $1,500,000,000, the level since last April. The bulk 
of the increase occurred at New York City banks, which in the third week of 
the month held over $700,000,000 of excess reserves. 
‘ During Feb and the first half of March, there was little net change in 
MEMBER BANKS deposits and in loans and investments at reporting member banks in 101 
leading cities. Holdings of United States Government obligations declined at 
banks in New York but increased in Chicago. Comm - loans, which had 
decreased sharply in the four preceding months, showed a further 
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Business Profits 


As the year 1937 progressed, data on business profits 
made less favorable comparisons with the preceding year, 
owing at first to the leveling off in business activity and 
to narrowing profit margins because of increases in costs, 
and later, particularly in the fourth quarter of 1937, to 
the rapid recession in business and to declines in com- 
modity prices which necessitated the taking of inventory 
losses. Reflecting these influences, profits of industrial 
and mercantile companies whose earnings are reported 
quarterly dropped from a figure roughly one-half larger 
in the first quarter of 1937 than in the corresponding 
period of 1936, to a level approximately one-third lower 
than a year previous in the last quarter of 1937. For the 
year as a whole, aggregate profits of 700 industrial and 
mercantile companies were only 7 per cent higher than 
in 1936, as compared with an increase of 50 per cent 
between 1935 and 1936. Aggregate profits of these com- 
panies in 1937 remained 21 per cent less than in 1929. 
Of these 700 companies, 9.6 per cent reported net losses 
in 1937, as against 6.4 per cent in 1936. 

Smaller profits for the year 1937 than for 1936 were 
reported by a number of groups of companies in the 
nondurable goods lines, such as clothing and apparel, 
coal and coke, metal and glass containers, bakery and 
miscellaneous food products, leather and shoes, meat 
packing, rubber products, silk and rayon and miscel- 
laneous textiles, and tobacco. Profits of the retail store 
and chain restaurant groups also were somewhat smaller 


than in 1936; but the petroleum and paper and paper 


products groups reported substantial increases. Among 
the durable goods lines, the automobile and household 
equipment groups reported unfavorable profits compari- 
sons between 1936 and 1937. On the other hand, some 
of the largest increases in yearly profits were shown by 
certain of the heavy industries producing durable goods 
such as aircraft, copper, other nonferrous metals, heating 
and plumbing equipment, railroad equipment, and steel. 
Moderate increases occurred also in the agricultural im- 


29 
(Net profits in millions of dollars) 
a 
Corporation Group Cos.| 1929 | 1932 | 1935 | 1936 | 1937 
Agricultural implements........ 7 64. 26. 25. 46. 56.3 

12} 317. 27. 202.6} 317. 263.2 

Automobile and accessories 
DC seccsececesesese 41 89. 17. 46. 58. 60.2 
A 10 2. 0. 3. 4.8 
Bakery products............... 10 48. 26. 16. 23. 20.7 
Building equipment and suppiiea| 3¢| 13:0] 40:0] 64:1] 80:2 

Chemicals 36 191. 70. 138. 183. 185.4 
Clothing and apparel.......... 18 18. 8. we 8. 6.9 
Coal ececeustecsccece 15 11. 5. 5. 4. 4.6 
10 26. 14. 16. 16. 17.8 
Containers—metal ond Sm. ‘ 5 40. 21. 41. 41. 40.0 
Copper and copper products. . 10 91. 14. 34. 57. 87.6 
28 150. 18. 50. 92. 119.1 
Food producte— misc.......... 36} 173. 93. 90. 115. 83.2 
Heating ged 7 17. 10. 4. 11. 15.3 

ousehold equipmen: sup- 

31 68. 5. 34. 52. 50.7 
Leather and shoes............. 9 oO. 3. 4. 5. 3.5 
Mach: eee 52 73. 29. 25. 50. 63.0 
12 35. 8. 24. 30. 19.4 

and 

and i eecece — 20 70. 5. 55. 71. 99.9 
Motion pictures............... 7 30. 33. 8.1}: 14. 16.4 
Office equipment .............. 11 45. 0. 23. 29. 37.2 
paper products. ..... 16 ll 3. 5. 2 11.2 

Railroad equipment............ 19 67. 10. 2. 26. 49.2 
Resta 5 4. 0. 0. 0.8 
Rubber and tires.............. 6 25. 18. 11. 30. 16.5 
Shipping 5 0 2. 2.3 
Silk 7 4. 0. 6. 8. 7.8 
29 372. 144. 47. 140. 213.6 
ET, ee 34 133. 20. 106. 133. 122.2 
Pabencdkcesesicdsaees 21 109.2} 118. 83. 92. 90.5 
Miscellaneous. ................ 60 91.7|— 6.4 45. 66.9 74.4 
Total, 37 groups........... 700 | 2,687.1}— 37.6} 1,312.3) 1,975.3] 2,114.6 
Class I Railroads, net income..| 141 | 896.8|—150. 1.4] 165.5] 98.5 

Public utilities, except tele- 

companies, netincome| 71 347. 212. 238.2) 240.6 


— Deficit 


plement, electrical equipment, machinery and tool, and 
office equipment groups. 

Net income of Class I railroads for the year 1937 was 
41 per cent less than in 1936 and only slightly more than 
one-tenth of the 1929 figure. For the first nine months 
of 1937 net income held above a year previous despite 
some decline in the third quarter, but the decrease from 
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the 1936 level suffered by gross revenues during the 
fourth quarter, which is the most important period of 
the year in terms of traffic volume and earnings, reduced 
net income for that period to only one-sixth of the figure 
for the fourth quarter of 1936, and resulted in the unfa- 
vorable showing for the year as a whole. Net income of 
public utility companies other than telephone companies 
was about 1 per cent larger for the year 1937 than for 
1936, but was 31 per cent less than in 1929. 


Production and Trade 


It appears from preliminary data that business con- 
tinued at a relatively low level during March. Declines 
of approximately seasonal proportions occurred in the 
generation of electric power and in the shipment of bulk 
freight over the railroads, and merchandise and miscel- 
laneous freight car loadings increased less than is usual 
at this time of the year. A further rise in steel mill 
activity to 354% per cent at the end of the month was 
in the nature of a seasonal movement, and both the 
automobile and the cotton textile industries continued 
to operate near the restricted levels of February. Output 
of bituminous coal was curtailed somewhat less than 
usual during the first three weeks of the month. Depart- 
ment store sales appear to have declined somewhat 
further during March, after adjustment for seasonal 
factors, including the date of Easter. 

During February the general level of production and 
trade continued to decline, but by a smaller amount than 
in immediately preceding months. Department store 
sales in the United States and in this district were 
lower, after seasonal adjustment, than in January, as 
were chain store sales, but mail order house sales showed 
about the usual seasonal advance. Merchandise and mis- 
cellaneous freight car loadings were practically un- 
changed from the January average, but railway shipments 
of bulk commodities declined contraseasonally, and the 
volume of check transactions throughout the country 
decreased more than usual. Average daily sales of 
General Motors Corporation to consumers were 614 per 
cent higher than in January. 

The daily rate of steel production was 9 per cent 
higher in February than in January, representing about 
the average seasonal rise, cotton textile mill activity rose 
somewhat more than seasonally, and rayon deliveries 
increased. However, reductions were shown in automo- 
bile assemblies, production of copper and zine, coal out- 
put, electric power generation, and meat packing opera- 
tions. The dollar value of machine tool orders also 
declined, owing to a falling off in export business. 

The accompanying diagram shows fluctuations in ac- 
tivity in the four major textile industries from 1933 to 
date, activity being measured by rates of consumption of 
the raw fiber in the case of cotton, wool, and silk, and by 
a three-month moving average of the rate of deliveries of 
yarn in the case of rayon; each series is adjusted for 
usual seasonal variation. As is evident from the diagram, 
operations turned down sharply in all four textile lines 
last year, particularly during the second half. Wool 
mill activity—which appears to have been the first to 
enter upon a decline—and rayon production fell to 
approximately one-third of their peak levels, and cotton 
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Textile Mill Activity (Seasonally adjusted indexes on a 1936 base) 
and silk mill activity declined 40 and 50 per cent, respec- 
tively. During the first two months of this year textile 
mill operations have gained seasonally or slightly more, 
as is reflected in the lines in the diagram. 


Adjusted for seasonal variations, for year to year growth, 
ae and where necessary for price changes) 


1937 1938 
Feb Dec. Jan Feb 
Industrial Production 
100 61 47 46 
106 113 78 72 
7 66 64p 
96 95 96 91p 
93 87 85 85p 
Cotton consumption. ..........+..005- 114 73 71 73 
130 46 49 57p 
132r 85 95p 98p 
82 87 89 82 
98 95 87 88 
71 50 46 
Machine tool orders*............ese00 158 128 115 70 
Employment 
mployment, manufacturing, U. 8...... 101 90 85 84p 
Employee hours, prc a U.8.. 94 73 66 67p 
Con 
Residential building contracts.......... 39 19 21 23 
Nonresidential building and engineering 
Primary Distribution 
Car loadings, merchandise and misc... .. 92r 77 74 74 
78 72 64 
78 94 91 90 
Distribution to Consumer 
Department store sales, U. S........... 95 84 86 83 
Department store sales, oud District. . 85 82 81 75 
96 98 103 99p 
Other chain store sales...............- 95 95 93p 89p 
Mail order house sales................. 100 94 87 87p 
New passenger car registrations. ....... 106 62 63p 
Money Paymen 
Bank debits, —_— New York City.. 68 64 58 57p 
Bank debits, New York City........... 42 43 35 3lp 
Velocity of demand deposits, outside New 
Veloci' locity of demand deposits, New York 
51 50 42 36 
General price level#...........2+..000- 162r 155 155 154p 
148 151 150 148p 
Composite index of wagest............ 103 112r 1ll lllp 


aa Revised. * Not adjusted for price c! > 
* heme cent. # = 100; not adjusted for trend. 
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Building 

Building and engineering contracts in the 37 States 
covered by the F. W. Dodge Corporation were awarded 
during February at a daily average rate 31 per cent 
lower than in January. The reduction was largely trace- 
able to the absence in February of any large contracts in 
the heavy engineering classification, whereas the figure 
for the preceding month had included large public 
projects in the New York and Northern New Jersey area. 
Average daily contracts for residential work, however, 
were 26 per cent higher in February, the first increase in 
this type of building since June, 1937. Compared with 
February of last year total building and engineering 
contracts were 37 per cent lower, with the heaviest losses 
occurring in the public utility field, as the following 
table indicates. 

Percentage Change in Average Daily Contracts 


37 States N.Y. & Nor. New vend 
Feb., 1938 compared with|Feb., 1938 compared wi 


Jan., 1938 | Feb., 1937 | 


Commercial and factory. . . 
Public purpose* 


All building 


All engineering 
All construction 


*Includes educational, hospital, public, religious and memorial, and social and 
recreational building. 

In the New York and Northern New Jersey area the 
reduction in the daily average rate of building and 
engineering contracts from January to February 
amounted to 70 per cent, and was largely due to the 
absence in February of large engineering projects such 
as had been included in the January figures. Contracts 
for buildings designed for various public uses were 
25 per cent higher in February, on a daily average basis, 
but were lower for all of the other major classifications. 
Total contracts in February were 59 per cent below a 
year ago and declines were registered in each of the 
principal classifications. 

Data for the first three weeks of March indicate an 
increase of 34 per cent over the February rate of con- 
struction contracts in the 37 States. Residential building 
contracts increased by considerably more than the usual 
seasonal proportions, while all other construction con- 
tracts advanced at about the usual rate for the time of 
year. Compared with the corresponding period of 1937, 
however, total contracts were 8 per cent lower, as declines 
in residential and nonresidential building were only par- 
tially offset by an increase in contracts for heavy engineer- 
ing projects. 


Employment and Payrolls 


New York State factory employment increased slightly 
during February for the first time since September, but 
the gain was smaller than is usual for February. In 
factory payrolls the gain was about in line with seasonal 
expectations. The reduction in workers engaged in the 
metal and machinery industries was less severe than in 


recent months, and seasonal gains in employment were 
reported in clothing and millinery factories. Compared 
with a year ago, employment was 11 per cent lower and 
payrolls were down 13 per cent. 

For the country as a whole the Bureau of Labor Statis- 
tics estimates that the number of workers engaged in 
nonagricultural pursuits declined about 100,000 between 
January and February. Compared with February, 1937, 
a decrease of 1,800,000 was indicated. Employment and 
payrolls in manufacturing industries increased somewhat 
in February after five successive monthly declines, al- 
though the gains were smaller than in February of most 
other years. The number of factory workers employed 
in February was 17 per cent less than in February, 1937 
and payrolls were 23 per cent lower. 


Foreign Trade 


During February merchandise exports from this coun- 
try, valued at $263,000,000, and imports of $163,000,000, 
both showed less than the usual seasonal decline from the 
preceding month. Compared with a year previous, 
exports increased 13 per cent in value, while imports 
were 41 per cent smaller. The $100,000,000 excess of 
exports over imports, although somewhat less than in the 
two months preceding, compares with an import balance 
of $45,000,000 in February, 1937, and represents the 
a export balance for February of any year since 


Available data concerning the foreign merchandise 
trade of the United States by major economic groups 
during February indicate wide variations compared with 
a year ago in the movements of different types of prod- 
ucts, as is indicated in the accompanying table. 


Percentage cha 
1938 ebruary, 938 
(In millions 


of dollars) 


Exports of crude foodstuffs, chiefly wheat and other 
grains, were nearly seven and a half times the small 
value of a year ago, and were larger than in any month 
since September, 1929. Exports of finished manufac- 
tures, including such articles as automobiles, aircraft, 
agricultural and industrial machinery, cotton cloth, 
manufactured iron and steel products, and refined min- 
eral oils, increased 14 per cent over February, 1937. 
Exports of semimanufactures also increased 10 per cent, 
due largely to expanded foreign demand for semifinished 
iron and steel products. On the other hand, exports of 
crude materials declined 11 per cent from a year previ- 
ous, as the result of a substantial decrease in shipments 
of raw cotton, which was only partially offset by large 
increases in exports of unmanufactured tobacco and 
erude petroleum. Exports of manufactured foodstuffs, 
a minor group consisting chiefly of prepared fruit, meat, 
and vegetable products, were 30 per cent less than a 
year ago. 


Jan., 1938 eb., 1 
Building 
$68 —37 —10 
—7 49 —31 —48 
| 
+7 —31 —8 —47 
Engineering 
Public utilities........... —88 —84 —97 —92 
F 
February, 1937 
| Exports| Imports | Exports | Imports 
‘ 22.5 |+640.4 | —45.7 
Finished manufactures..................| 130.6 32.5 |+ 13.9 | —20.5 * 
29.7 |+ 9.6 | —43.3 
Manufactured foodstuffs................| 13.4 24.6 29.7 | —29.4 7 
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February imports of crude materials, the leading 
economic group among the imports, were only about half 
the value of a year previous, as a result of the business 
recession in this country and consequent lack of indus- 
trial demand for such foreign raw materials as crude 
rubber, wool, silk, and furs. In contrast to gains in 
exports of crude foodstuffs, imports of this type of 
products, consisting of coffee as well as grains, were 46 
per cent less than in February, 1937. Decreases from a 
year ago in other classes of imports ranged downward 
to 21 per cent in the value of finished manufactures, prin- 
cipally newsprint paper and textile manufactures. Of 
all the leading individual imports, crude petroleum alone 
appears to have shown a substantial increase over Febru- 
ary, 1937. Receipts of sugar were larger in quantity 
but slightly smaller in value than a year ago. 


Commodity Prices 


Prices of most actively traded commodities tended 
lower during March, and Moody’s index of 15 raw 
products declined 7 per cent to a level about 3 per cent 
below the November low and the lowest since July, 1934. 


Influenced mainly by continued reports of favorable 
weather conditions in the winter wheat together 
with a limited export demand for United States wheat, 
the cash quotation for the Number 1 grade at Minneapolis 
receded from $1.13% to $1.04% a bushel during the first 
half of March. Although wheat prices moved upward 
in the third week of the month as a result of an increase in 
export sales coincident with political and military devel- 
opments abroad, the spot price closed March at $1.05, 
down 8% cents for the month as a whole. Spot cotton at 
New York declined 67 points to 8.60 cents a pound be- 
tween the end of February and March 18, about one-half 
the loss occurring on March 18. Despite some subsequent 
recovery, the spot quotation, at 8.69 cents toward the 
end of the month, showed a net loss of slightly more than 
1% cent. Crude rubber receded 41% cents during the past 
month to 10% cents a pound, the lowest level since Feb- 
ruary, 1934; a loss of 10 cents brought raw silk to $1.5714 
a pound ; and net declines for the month occurred also in 
the prices of raw sugar, hides, hogs, and wool. Moving 
contrary to the general trend, the average price of steers 
showed some net advance, and cash corn at Chicago rose 
2% cents to 585g cents a bushel. In the metals group, 
the price of zinc declined 14 cent to 414 cents a pound, the 
lowest level since May, 1935, tin moved 414 cents lower 
to 38 cents a pound, the lowest since May, 1933, and scrap 
steel at Pittsburgh receded from $14.00 to $13.50 a ton. 


The Treasury’s buying price for foreign silver was 
lowered 1 cent on March 28 and an additional 1 cent on 
the following day to 43 cents a fine ounce. These reduc- 
tions, which followed the Treasury announcement that 
the silver purchase agreement with Mexico would be 
terminated on March 31, were the first changes in the 
Treasury’s buying price since January 20, 1936. The 
Treasury price for newly mined domestic silver, however, 
remained at 64.64 cents. Subsequently, rather sizable 
declines occurred in the price of silver in international 
markets; the Handy and Harmon price for spot silver at 
New York, which had held at 4434 cents since June, 1937, 


was reduced 2 cents to 4234 cents, and somewhat larger 
losses were shown in the London and Montreal markets, 


Department Store Trade 


Total sales of the reporting department stores in this 
district during the first three weeks of March were 13 
per cent below the corresponding period of 1937 and 
sales of apparel stores in New York City were 19 per 
cent lower, owing in part to the earlier date of Easter 
last year which caused a larger proportion of the seasonal 
clothing purchases to be made in March. 


Total February sales of the reporting department 
stores in this district were 5.2 per cent lower than last 
year, and in a majority of the localities sales showed the 
largest reductions in 2% to 3 years. The Buffalo and 
Central New York State department stores, however, 
reported smaller percentage decreases from a year ago 
than in January, and stores in the Westchester and 
Stamford, and Hudson River Valley Districts continued 
to report a larger volume of sales this year than last. 
Sales of the leading apparel stores in this district con- 
tinued below a year ago. 


Stocks of merchandise on hand in the department 
stores, at retail valuation, were about 7 per cent lower 
at the end of February, 1938, than at the end of Febru- 
ary, 1937, the largest decrease since October, 1934; 
apparel store stocks likewise were lower than a year 
ago. Collections of accounts outstanding continued to 
be somewhat slower than a year ago, both in the depart- 
ment and apparel stores. 


Per cent of 
Percentage accounts 
change outstanding 
February, 1938 January 31 
compared with in 
February, 1937 February 
Stock 
on hand 
Net end of 
Locality sales | month 1937 1938 
—6.1|—0.5 | 46.7 42.8 
— 3.4 0 52.5 53.1 
—4.4)/—1.1] 39.3 36.1 
orthern New Jersey. — —10.4 | 40.6 40.9 
—7.8| — 5.8 38.6 37.5 
Northern New York State............. sane 
Southern New York State. ............ am oe 
Central New York State............... == 7.2 cece 
All department stores............... —5.2|— 7.1 43.1 42.3 
Department Store Sales and Stocks, Second Federal Reserve District 
(1923-25 average = 100) 
1937 1938 
February | December | January | February 
Sales, unadjusted............... 78 168 74 74 
93 95 95 88 
Stocks, unadjusted.............. 84 79 73 76 
Stocks, seasonally adjusted. ..... 90 81 80 81 
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